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dlipi 1 0.53 0.23 0.11 99.13 0.00 0.00 0.00
2 3.17 0.21 0.57 88.78 4.52 0.08 2.68
3 3.94 0.22 0.58 87.11 4.40 0.48 3.27
6 3.99 0.22 0.59 86.74 4.42 0.61 3.43
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cpi_food 0.09 0.30 0.39 0.44 0.47 0.49 0.50 0.50
cpi_alcoh 0.02 0.04 0.07 0.09 0.10 0.11 0.12 0.12
cpi_cloth —0.07 | —0.14 | —0.19 | —0.22 | —0.24 | —0.26 | —0.27 | —0.28
cpi_house 0.03 0.02 0.04 0.06 0.07 0.09 0.12 0.14
cpi_medic —0.04 | —0.11 | —0.11 | —0.10 | —0.08 | —0.07 | —0.05 | —0.05
cpi_trans 0.03 0.05 0.05 0.05 0.05 0.05 0.05 0.05
cpi_enter 0.02 0.04 0.03 0.03 0.03 0.03 0.03 0.03
cpi_resid 0.11 0.25 0.28 0.33 0.39 0.43 0.47 0.48
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s 38 1 2 3 4 5 6 9 12
ppi_pro —0.05 | —0.11 | —0.11 | —0.12 | —0.12 | —0.12 | —0.12 | —0.12
ppi_liv 0.07 | —0.01 0.00 | —0.02 | —0.01 | —0.02 | —0.02 | —0.02

ppi_heavy —0.07 | —0.14 | —0.14 | —0.15 | —0.15 | —0.15 | —0.15 | —0.15
ppi_light 0.07 | —0.02 0.00 | —0.02 | —0.02 | —0.02 | —0.02 | —0.02
cpi_food —0.04 0.07 0.09 0.09 0.08 0.08 0.08 0.08
cpi_alcoh 0.01 0.03 0.04 0.04 0.05 0.05 0.05 0.05
cpi_cloth —0.02 | —0.05 | —0.07 | —0.08 | —0.08 | —0.08 | —0.08 | —0.08
cpi_house 0.01 0.02 0.02 0.02 0.02 0.02 0.01 0.01
cpi_medic 0.00 | —0.01 | —0.02 | —0.03 | —0.03 | —0.03 | —0.04 | —0.04
cpi_trans 0.03 0.09 0.09 0.09 0.09 0.09 0.09 0.09
cpi_enter —0.03 | —0.03 | —0.03 | —0.03 | —0.03 | —0.03 | —0.03 | —0.03
cpi_resid —0.01 | —0.01 | —0.02 0.01 | —0.01 | —0.02 | —0.01 | —0.02
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External Shocks and the Determination

of Price Level in China
—The Analysis Based on Structural VAR Model

Project Team

(Business Management Department , the People’s Bank of China . Beijing 100045, China)

Abstract: The paper explores the pass-through effects of external
shocks(international oil price and nominal effective exchange rate of RMB)
on the domestic price level in China and the subdivided indexes of price level
through a structural VAR model. The results show that the pass-through
effects of price and exchange rate are incomplete, lag behind and decrease
with the price chain,and the pass through among the subdivided indexes dif-
fers widely. In contrast with the nominal effective exchange rate of RMB, the
shock of international oil price has stronger pass-through effects on the im-
port price index, producer price index and consumer price index in China.
The recent CPI inflation in China is largely attributed to upriver price chain
shock, demand shock, monetary policy shock and supply shock, while the
effect of RMB appreciation on curbing the inflation is comparatively weak.

Key words: exchange rate pass-through; international oil price; nominal

effective exchange rate of RMB; structural vector auto-regression model

(WHERHE A—rH)

- 104 -



